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While news in Europe has surprised on the downside:

■  In Europe, all the major countries reported on manufacturing 
production in May, and output unexpectedly declined sharply in 
every country. In France, output fell -1.7%, Germany recorded 
a -1.8% drop, Italy a -1.2% decline and even the U.K., which 
has been the strongest major economy in Europe, saw 
manufacturing production fall -0.7% in May.

■   The disturbing economic news from Europe was exacerbated by 
rising concerns about a Portuguese bank that reported it was 
delaying some debt payments.
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JOBS HARDER TO FILL  NOW     HIRING
The theme of the economic statistics released last week 
was one of continuing improvement in labor markets in 
the U.S. coupled with a reminder that the European  
recovery is not yet secured. 

■  Small businesses are saying that job openings are getting 
harder to fill. In its monthly survey, the National Federation 
of Independent Businesses reported that the percentage of 
respondents saying positions are hard to fill rose to 26%, the 
highest level since early 2007. 

■  The number of job openings is increasing rapidly. In its monthly 
survey of Job Openings and Labor Turnover, the Bureau of 
Labor Statistics reported that the number of openings surged to 
more than 4.6 million, the highest since June 2007.  At the 
same time, layoffs remain low, as the number of people filing for 
unemployment dropped to 304,000 in the latest week and has 
remained below 325,000 for a month and a half. 

JOBS ARE GETTING HARDER TO FILL
 (Proportions of small businesses with hard to fill job openings)
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It appears that the recovery in Europe, which is now roughly a year 
old and has been frail from the start (with the notable exception 
of the U.K.), is faltering. We think it is too soon to count Europe 
out. One month’s data can quickly be reversed and other economic 
indicators point to healthy demand, particularly in the U.K. But the 
unexpected declines in output emphasize the fragile state of 
the eurozone and suggest that recovery will remain sluggish at best.  
We believe the problems of the Portuguese bank are an isolated 
incident and will not lead to any general financial stress in Europe.

This combination of more job availability and fewer qualified 
candidates is a recipe for faster wage growth. The relatively slow 
growth in wages and income that has accompanied this recovery 
has been a cause for concern from the beginning. But if we are truly 
starting to see shortages of skilled and qualified workers, the next 
step will be for businesses to offer higher wages to keep their 
existing workers and to hire employees away from other firms. 

Of course, healthy job gains combined with faster wage growth will 
boost incomes even more rapidly and support stronger demand  
from consumers leading to faster growth in retail sales.

More and more of the economic data is pointing to an economy  
that is in the process of ramping up to a faster growth trend.  
We believe the economy is now at the point where a true  
self-sustaining recovery is beginning as job growth begets income 
growth which leads to faster demand growth. 

All of this is good news for the commercial real estate sector.  
As noted a week ago, all the major classes of commercial real estate 
will benefit from a faster economic growth trend in the U.S.  
Strong employment growth boosts demand for office space.  
Faster employment growth also boosts income and consumer’s ability 
to raise spending, adding to demand for both retail and industrial 
space. 

In Europe, the recovery has boosted most real estate 
markets, and will likely continue to do so, but concerns about the 
sustainability of growth is likely to dampen some of the optimism. 

Overall, we are optimistic on the U.S. and remain  
cautiously so on Europe. 

While Europe still looks weak 
from an economic standpoint, 

the U.S. appears to be 
strengthening. The secondary 

indicators of labor market 
conditions reported last week 
all suggest that companies are 

getting more aggressive in their 
hiring and are starting to find 
it more difficult to find the 

employees they need.
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Data is pointing to an 
economy that is in the 
process of ramping up 
to a faster growth trend. 
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